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SUBJECT: Internet Service Provider Connection and Access Device Credit/FTB Report
to Legislature Regarding Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SES OF BILL ASINTRODUCED _02/24/200  AND AMENDED
03/27/2000 _ STILL APPLY.

OTHER - See comments below.

SUWARY OF BILL

Under the Personal Inconme Tax Law (PITL) and the Bank and Corporati on Tax Law
(B&CTL), this bill would provide a credit of $200 to any Internet service
provi der that provides an Internet connection, at |east one year of Internet
access, and a personal conputer to a | owincone househol d.

The bill also would require the departnent to report to a legislative commttee
the amount of credit claimed and the nunber, type, incone |level, and industry
classification of taxpayers claimng the credit.

SUWWARY OF AMENDMENT

The May 16, 2000, anendnments resolved the departnent’s policy and inplenmentation
concerns by doing the foll ow ng:

Speci fying that the provider would be allowed the $200 credit only one timnme/one
year for each househol d;

Changi ng the period over which the taxpayer must provide Internet access from
five years to one year

Defining “Internet connection” specifically to nmean the dial-up access; and
Limting the carryover period to 10 years.

Except for the inplenentation considerations, which are resolved, and the issues
di scussed in this analysis, the remainder of the departnent’s anal yses of the
bill as introduced February 24, 2000, and as anended March 27, 2000, still apply.
A new technical consideration is included below with a revenue di scussion of the
May 16, 2000, anendments.
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TECHNI CAL CONSI DERATI ONS

The attached anendnments woul d resol ve the various typographical errors that
appear in the May 16, 2000, anmendnents.

TAX REVENUE ESTI MATE

The anmendnents are considered to be insignificant for purposes of the revenue
esti mte because of the range in costs for Internet connections along with
various free Internet providers available to Internet users. Therefore, the
previous revenue inpact of mnor |oss (less than $500, 000 annually) in the
departnent’s analysis of the bill as anmended March 27, 2000, still applies.
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Pendi ng.



per sonal

or

page

page

page

page

page

page

page

i ne

i ne

i ne

i ne

i ne

i ne

i ne

16,

37,

38,

4,

7,

8,

32,

Anal yst
Tel ephone #
At t or ney

FRANCHI SE TAX BOARD S
PROPCSED AMENDMENTS TO SB 1817
As Amended May 16, 2000

AMENDMENT 1

stri keout

AMENDMENT 2

stri keout

AVENDMVENT 3
stri keout “an”.
AVENDMVENT 4
stri keout “the”.
AVENDMVENT 5

1 t heu

and insert:

“Personal” and insert:

stri keout the second “the”.

AMENDMENT 6

stri keout

AMENDMENT 7

stri keout

i t heu

i Of ”

and insert:

and insert:

Jeani Brent
845- 3410
Patri ck Kusi ak
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AVENDMENT 8
On page 6, nodify lines 18 through 22, as foll ows:

type, and incone |evel of taxpayers claimng the credits.
—— ) The Franchi se Tax Board shall also report the industry classifications
of corporate taxpayers claimng the credits. Fhis

(h) This section shall remain in effect only until Decenber 1, 2006, and as
of that date is repeal ed.



